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TITLE 114
LEGISLATIVE RULE
INSURANCE COMMISSIONER

SERIES 68
VALUATION OF LIFE INSURANCE POLICIES

8114-68-1. General.
1.1. Scope.
1.1.a. The purpose of this rule is to provide:
1.1.a.1. Tables of select mortality factors arldgdor their use;

1.1.a.2. Rules concerning a minimum standardienaluation of plans
with nonlevel premiums or benefits; and

1.1.a.3. Rules concerning a minimum standardienaluation of plans
with secondary guarantees.

1.1.b. The method for calculating basic resenegmed in this rule will
constitute the commissioner’s reserve valuatiorhoeefor policies to which this rule is
applicable.

1.1.c. This rule is based upon the National Asgam of Insurance
Commissioners’ “Valuation of Life Insurance Modatdilation,” Model 830, as amended in
2009.

1.2. Authority. -- W. Va. Code 8833-2-10 andB3{p)(2).

1.3. Filing Date. -—ay-6,2605.

1.4. Effective Date. -—May6,-2605.
§114-68-2. Applicability.

2.1. This rule shall apply to all life insuranaaipies, with or without nonforfeiture
values, issued on or after the effective date isfrille, subject to the following exceptions and
conditions.

2.2. Exceptions.

2.2.a. This rule shall not apply to any individiifd insurance policy issued on or
after the effective date of this rule if the polisyissued in accordance with and as a resulteof th
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exercise of a reentry provision contained in thginal life insurance policy of the same or
greater face amount, issued before the effectite afahis rule, that guarantees the premium
rates of the new policy. This rule also shall aply to subsequent policies issued as a result of
the exercise of such a provision, or a derivatibthe provision, in the new policy.

2.2.b. This rule shall not apply to any univetgalpolicy that meets all the
following requirements:

2.2.b.1. Secondary guarantee period, if anyyes (fb) years or less;

2.2.b.2. Specified premium for the secondary guaeperiod is not less
than the net level reserve premium for the secgnglaarantee period based on the CSO
valuation tables as defined in subsection 3.6isfrille and the applicable valuation interest rate;
and

2.2.b.3. The initial surrender charge is not tess one hundred percent
(100%) of the first year annualized specified pramifor the secondary guarantee period.

2.2.c. This rule shall not apply to any varialife insurance policy that provides
for life insurance, the amount or duration of whiries according to the investment experience
of any separate account or accounts.

2.2.d. This rule shall not apply to any variabhéversal life insurance policy that
provides for life insurance, the amount or duravbmvhich varies according to the investment
experience of any separate account or accounts.

2.2.e. This rule shall not apply to a group liisurance certificate unless the
certificate provides for a stated or implied scHedd maximum gross premiums required in
order to continue coverage in force for a periodxness of one year.

2.3. Conditions.

2.3.a. Calculation of the minimum valuation stamddar policies with
guaranteed nonlevel gross premiums or guarantegdved benefits (other than universal life
insurance policies), or both, shall be in accorganith the provisions of section 5 of this rule.

2.3.b. Calculation of the minimum valuation stanidf@r flexible premium and
fixed premium universal life insurance policiesttbantain provisions resulting in the ability of a
policyholder to keep a policy in force over a setamy guarantee period shall be in accordance
with the provisions of section 6 of this rule.
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8114-68-3. Definitions.

3.1. “Basic reserves” means reserves calculatadaordance with the principles of
W.Va. Code 833-7-9(9).

3.2. “Contract segmentation method” means the ookt dividing the period from
issue to mandatory expiration of a policy into ®ssive segments, with the length of each
segment being defined as the period from the enleoprior segment (from policy inception, for
the first segment) to the end of the latest pojegr as determined below. All calculations are
made using the 1980 CSO valuation tables, as d@eimsubsection 3.6 of this rule, or any other
valuation mortality table adopted by the NationakAciation of Insurance Commissioners
(NAIC) after the effective date of this rule anadprulgated by rule by the-cemmissioner
Commissionefor this purpose, and, if elected, the optionatimum mortality standard for
deficiency reserves stipulated in subsection 4thisfrule. The length of a particular contract
segment shall be set equal to the minimum of thaetdor which Gt is greater than Rt (if Gt
never exceeds Rt the segment length is deemedtteebmimber of years from the beginning of
the segment to the mandatory expiration date optitiey), where Gt and Rt are defined as
follows:

Gpx+k+t
Gt =
GPx+k+t-1
where:
X = original issue age;
k= the number of years from the date of issue ¢édoibginning of the segment;
t= 1,2, .. tisreset to 1 at the beginningadresegment;

GPx+k+t-1 = Guaranteed gross premium per thousafacefamount for year t of the
segment, ignoring policy fees only if level for gheemium paying period of the policy.

gx+k+t
Rt = , However, Rt may be increased ordsed by one
gx+k+t-1 percent in any policy year, at the comps option,
but Rt shall notlbss than one;
where:

X, k and t are as defined above, and
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gxtk+t-1 =  valuation mortality rate for deficienagserves in policy year k+t but using the
mortality of subdivision b of subsection 4.2 ofsthule if subdivision ¢ of subsection 4.2 of this
rule is elected for deficiency reserves.

However, if GPx+k+t is greater than 0 and GPx+k+s-&qual to 0, Gt shall be deemed to be
1000. If GPx+k+t and GPx+k+t-1 are both equdt&t shall be deemed to be 0.

3.3. “Deficiency reserves” means the excess gatgr than zero, of

3.3.a. Minimum reserves calculated in accordante tive principles of W. Va.
Code 833-7-9(k) over

3.3.b. Basic reserves.

3.4. “Guaranteed gross premiums” means the premwnder a policy of life insurance
that are guaranteed and determined at issue.

3.5. “Maximum valuation interest rates” meansititerest rates defined in W. Va. Code
833-7-9(f)(2) that are to be used in determinirgyriiinimum standard for the valuation of life
insurance policies.

3.6. “1980 CSO valuation tables” means the Nati&saociation of Insurance
Commissioners’ 1980 standard ordinary mortalityeggh980 CSO Table), without ten-year
select mortality factors, incorporated into the @@8nendments to the NAIC standard valuation
law and referred to in W. Va. Code 833-7-9(d)(1)@&)d variations of the 1980 CSO Table
approved by the NAIC, such as the smoker and nokem@rsions approved in December 1983.

3.7. “Scheduled gross premium” means the smallestrated gross premium at issue
for other than universal life insurance policiér universal life insurance policies, scheduled
gross premium means the smallest specified prerdesaribed in subdivision ¢ of subsection
6.1 of this rule, if any, or else the minimum pramidescribed in subdivision d of subsection 6.1
of this rule.

3.8. “Segmented reserves” means reserves, cadulaing segments produced by the
contract segmentation method, equal to the presdme of all future guaranteed benefits less the
present value of all future net premiums to the dadory expiration of a policy, where the net
premiums within each segment are a uniform pergent&the respective gross premiums within
the segment.

3.8.a. The uniform percentage for each segmesutal that, at the beginning of
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the segment, the present value of the net premwithgn the segment equals:
3.8.a.1. The present value of the death beneifitsrwthe segment; plus

3.8.a.2. The present value of any unusual guaedrdash surrender value
(see subsection 5.4 of this rule) occurring atethe of the segment; less

3.8.a.3. Any unusual guaranteed cash value ooguatithe start of the
segment; plus

3.8.a.4. For the first segment only, the excesh@fjuantity described in
subparagraph A of this paragraph over the quadésgribed in subparagraph B of this
paragraph.

3.8.a.4.A. A net level annual premium equal tophesent value,
at the date of issue, of the benefits providedrfdhe first segment after the first policy year,
divided by the present value, at the date of isstian annuity of one per year payable on the
first and each subsequent anniversary within tfs¢ $egment on which a premium falls due.
However, the net level annual premium shall noeexicthe net level annual premium on the
nineteen-year premium whole life plan of insuraatthe same renewal year equivalent level
amount at an age one year higher than the agsust of the policy.

3.8.a.4.B. A net one-year term premium for thegbénprovided
for in the first policy year.

3.8.b. The length of each segment is determingtidogontract segmentation
method, as defined in this section.

3.8.c. The interest rates used in the presenewaiculations for any policy may
not exceed the maximum valuation interest ratesrdehed with a guarantee duration equal to
the sum of the lengths of all segments of the polic

3.8.d. For both basic reserves and deficiencyvesecomputed by the segmented
method, present values shall include future benafid net premiums in the current segment and
in all subsequent segments.

3.9. “Tabular cost of insurance” means the nejlsipremium at the beginning of a

policy year for one-year term insurance in the amvad the guaranteed death benefit in that
policy year.
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3.10. “Ten-year select factors” means the sebatbfs adopted with the 1980
amendments to the NAIC standard valuation law afetred to in W. Va. Code 833-7-

9(d)(1)(C)(i).

3.11. “Unitary reserves” means the present vafigl duture guaranteed benefits less the
present value of all future modified net premiumbere:

3.11.a. Guaranteed benefits and modified net premiare considered to the
mandatory expiration of the policy; and

3.11.b. Modified net premiums are a uniform petage of the respective
guaranteed gross premiums, where the uniform ptgens such that, at issue, the present value
of the net premiums equals the present value afealth benefits and pure endowments, plus the
excess of the quantity described in paragraphthisfubdivision over the quantity described in
paragraph 2 of this subdivision.

3.11.b.1. A net level annual premium equal togresent value, at the
date of issue, of the benefits provided for afterfirst policy year, divided by the present value,
at the date of issue, of an annuity of one per gagable on the first and each subsequent
anniversary of the policy on which a premium falle. However, the net level annual premium
shall not exceed the net level annual premium emtheteen-year premium whole life plan of
insurance of the same renewal year equivalent Eawelunt at an age one year higher than the
age at issue of the policy.

3.11.b.2. A net one-year term premium for the bBenprovided for in the
first policy year.

3.11.c. The interest rates used in the presenevalculations for any policy may
not exceed the maximum valuation interest ratesrdehed with a guarantee duration equal to
the length from issue to the mandatory expiratibtine policy.

3.12. “Universal life insurance policy” means angividual life insurance policy under
the provisions of which separately identified ietgrcredits (other than in connection with
dividend accumulations, premium deposit funds,tbeosupplementary accounts) and mortality
or expense charges are made to the policy.

8114-68-4. General Calculation Requirementsfor Basic Reserves and Premium Deficiency
Reserves.
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4.1. Atthe election of the company for any onenarre specified plans of life insurance,
the minimum mortality standard for basic reservey tve calculated using the 1980 CSO
valuation tables with select mortality factors ay ather valuation mortality table adopted by the
NAIC after the effective date of this rule and prdgated by rule by the commissioner for this
purpose. If select mortality factors are electbdy may be:

4.1.a. The ten-year select mortality factors ipooated into the 1980
amendments to the NAIC Standard Valuation Law aferred to in W. Va. Code 833-7-

9(d)(2)(C)(ii);
4.1.b. The select mortality factors in Appendix#this rule; or

4.1.c. Any other table of select mortality factatopted by the NAIC after the
effective date of this rule and promulgated by lme¢he commissioner for the purpose of
calculating basic reserves.

4.2. Deficiency reserves, if any, are calculatadefich policy as the excess, if greater
than zero, of the quantity A over the basic resefMee quantity A is obtained by recalculating
the basic reserve for the policy using guaranteedsgpremiums instead of net premiums when
the guaranteed gross premiums are less than tressponding net premiums. At the election of
the company for any one or more specified planasafrance, the quantity A and the
corresponding net premiums used in the determimati@uantity A may be based upon the 1980
CSO valuation tables with select mortality factorany other valuation mortality table adopted
by the NAIC after the effective date of this rutegromulgated by rule by the commissioner. If
select mortality factors are elected, they may be:

4.2.a. The ten-year select mortality factors ipooated into the 1980
amendments to the NAIC Standard Valuation Law afierred to in W. Va. Code 833-7-

9(d)(2)(C)(ii);
4.2.b. The select mortality factors in Appendixfthis rule;

4.2.c. For durations in the first segment, X petacd the select mortality factors
in Appendix A of this rule, subject to the follovgn

4.2.c.1. X may vary by policy year, policy forrmderwriting
classification, issue age, or any other policydaetxpected to affect mortality experience;

2—X-shallnotbetessthan-twentypereent{20%);
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v ahat I . . "

4.2.c#. Xis such that, when using the valuation interate used for
basic reserves, subparagraph A of this paragragteaer than or equal to subparagraph B of
this paragraph;

4.2.c.2A. The actuarial present value of future deatelfies,
calculated using the mortality rates resulting fribv@ application of X;

4.2.c.2B. The actuarial present value of future deatiekits
calculated using anticipated mortality experien@dout recognition of mortality improvement
beyond the valuation date;

4.2.c:38. Xis such that the mortality rates resultingnirthe application
of X are at least as great as the anticipated titgréxperience, without recognition of mortality
improvement beyond the valuation date, in eachefitst five (5) years after the valuation date;

4.2.c8.. The appointed actuary shall increase X at ahyati@n date
where it is necessary to continue to meet all doglirements of this subdivision;

4.2.ch. The appomted actuary may decrease X at anyatraludate as
long as X ey 1yEs mntinues to meet all

the requirements of this subd|V|S|on

4.2.c:®. The appointed actuary shall specifically take @mccount the
adverse effect on expected mortality and lapsaifany anticipated or actual increase in gross
premiums;

4.2.c:¥. If Xis less than one hundred percent (100%ngtduration for
any policy, the following requirements shall be met

4.2.c.7A. The appointed actuary shall annually prepare a
actuarial opinion and memorandum for the compargpimformance with the requirements of
WV 114CSR41; and

4.2.c.7.B. The appointed actuary shall disclas¢heé Reqgulatory
Asset Adequacy Issues Summary, the impact of thefficiency of assets to support the payment
of benefits and expenses and the establishmetatotery reserves during one or more interim

periods; and
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4.2.c.7/BC. The appointed actuary shall annually opine for a
policies subject to this rule as to whether thetaliby rates resulting from the application of X
meet the requirements of this subdivision. Thisiom shall be supported by an actuarial report,
subject to appropriate Actuarial Standards of Rragiromulgated by the Actuarial Standards
Board of the American Academy of Actuaries. Th&&tors shall reflect anticipated future
mortality, without recognition of mortality improweent beyond the valuation date, taking into
account relevant emerging experience.

4.2.d. Any other table of select mortality factadopted by the NAIC after the
effective date of this rule and promulgated by le¢he commissioner for the purpose of
calculating deficiency reserves.

4.3. This subsection applies to both basic resesme deficiency reserves. Any set of
select mortality factors may be used only for it segment. However, if the first segment is
less than ten (10) years, the appropriate tensadact mortality factors incorporated into the
1980 amendments to the NAIC standard valuationdiagvreferred to in W. Va. Code 833-7-
9(d)(2)(C)(ii) may be used thereafter through #mh policy year from the date of issue.

4.4. In determining basic reserves or deficiemsgerves, guaranteed gross premiums
without policy fees may be used where the caloautatnvolves the guaranteed gross premium
but only if the policy fee is a level dollar amowatdter the first policy year. In determining
deficiency reserves, policy fees may be includeguaranteed gross premiums, even if not
included in the actual calculation of basic reserve

4.5. Reserves for policies that have changesdoagiteed gross premiums, guaranteed
benefits, guaranteed charges, or guaranteed cthditare unilaterally made by the insurer after
issue and that are effective for more than one gttar the date of the change shall be the
greatest of the following:

4.5.a. Reserves calculated ignoring the guarantee;
4.5.b. Reserves assuming the guarantee was maseietand
4.5.c. Reserves assuming that the policy wasdssnghe date of the guarantee.
4.6. The commissioner may require that the complacyment the extent of the
adequacy of reserves for specified blocks, inclgdiat not limited to policies issued prior to the
effective date of this rule. This documentatiorynmelude a demonstration of the extent to
which aggregation with other non-specified blockbusiness is relied upon in the formation of

the appointed actuary opinion pursuant to and sters with the requirements of W.Va. Code of
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State Rules §114CSR41.

8114-68-5. Calculation of Minimum Valuation Standard for Policieswith Guaranteed
Nonlevel Gross Premiumsor Guaranteed Nonlevel Benefits (Other Than Universal Life
I nsurance Poalicies).

5.1. Basic Reserves. -- Basic reserves shalaloeilated as the greater of the segmented
reserves and the unitary reserves. Both the seigohesserves and the unitary reserves for any
policy shall use the same valuation mortality tadnd select factors. At the option of the
insurer, in calculating segmented reserves angnea@iums, either of the adjustments described
in subdivisions a and b of this subsection may bden

5.1.a. Treat the unitary reserve, if greater theno, applicable at the end of each
segment as a pure endowment and subtract theyressrve, if greater than zero, applicable at
the beginning of each segment from the presenewaflguaranteed life insurance and
endowment benefits for each segment.

5.1.b. Treat the guaranteed cash surrender vidlyreater than zero, applicable at
the end of each segment as a pure endowment atrdcuhe guaranteed cash surrender value,
if greater than zero, applicable at the beginnihngach segment from the present value of
guaranteed life insurance and endowment benefitsgfich segment.

5.2. Deficiency Reserves.
5.2.a. The deficiency reserve at any durationl ffeatalculated:

5.2.a.1. On a unitary basis if the correspondegdreserve determined
by subsection 5.1 of this rule is unitary;

5.2.a.2. On a segmented basis if the correspoitdisig reserve
determined by subsection 5.1 of this rule is sedetkror

5.3.a.3. On a segmented basis if the correspontdisig reserve
determined by subsection 5.1 of this rule is etubloth the segmented reserve and the unitary
reserve.

5.2.b. This subsection shall apply to any polmywhich the guaranteed gross
premium at any duration is less than the corresipgnaodified net premium calculated by the
method used in determining the basic reservesjdng the minimum valuation standards of
mortality (specified in subsection 4.2 of this jud@d rate of interest.
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5.2.c. Deficiency reserves, if any, shall be daliad for each policy as the
excess, if greater than zero, for the current drmémaining periods of the quantity A over the
basic reserve, where quantity A is obtained asatdd in subsection 4.2 of this rule.

5.2.d. For deficiency reserves determined on esated basis, the quantity A is
determined using segment lengths equal to thoserdigted for segmented basic reserves.

5.3. Minimum Value. -- Basic reserves may notdss than the tabular cost of
insurance for the balance of the policy year, ihmeeserves are used. Basic reserves may not be
less than the tabular cost of insurance for tharza of the current modal period or to the paid-
to-date, if later, but not beyond the next poliopizersary, if mid-terminal reserves are used.
The tabular cost of insurance shall use the sat@t@n mortality table and interest rates as that
used for the calculation of the segmented reseH@wever, if select mortality factors are used,
they shall be the ten-year select factors incotedranto the 1980 amendments of the NAIC
standard valuation law and referred to in W. Vad€833-7-9(d)(1)(C)(ii). In no case may total
reserves (including basic reserves, deficiencyrveseand any reserves held for supplemental
benefits that would expire upon contract termingtioe less than the amount that the
policyowner would receive (including the cash snder value of the supplemental benefits, if
any, referred to above), exclusive of any dedudimompolicy loans, upon termination of the

policy.
5.4. Unusual Pattern of Guaranteed Cash Surrarfalaes.

5.4.a. For any policy with an unusual patternuwdrgnteed cash surrender values,
the reserves actually held prior to the first uraigwaranteed cash surrender value shall not be
less than the reserves calculated by treatingn$teuhusual guaranteed cash surrender value as a
pure endowment and treating the policy as an n{yelicy providing term insurance plus a pure
endowment equal to the unusual cash surrender,waéhere n is the number of years from the
date of issue to the date the unusual cash sumeatle is scheduled.

5.4.b. The reserves actually held subsequentytaiamsual guaranteed cash
surrender value shall not be less than the reseateglated by treating the policy as an n-year
policy providing term insurance plus a pure endowhagjual to the next unusual guaranteed
cash surrender value, and treating any unusuahgtessd cash surrender value, and treating any
unusual guaranteed cash surrender value at thefene prior segment as a net single premium,
where:

5.4.b.1. nis the number of years from the dath@iast unusual
guaranteed cash surrender value prior to the vatudate to the earlier of:
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5.4.b.1.A. The date of the next unusual guarantastl surrender
value, if any, that is scheduled after the valuatate; or

5.4.b.2.B. The mandatory expiration date of thiecppand

5.4.b.2. The net premium for a given year durhmgr-year period is
equal to the product of the net to gross ratiothedespective gross premium; and

5.4.b.3. The net to gross ratio is equal to thentjty described in
subparagraph A of this paragraph divided by thentityadescribed in subparagraph B of this
paragraph.

5.4.b.3.A. The present value, at the beginnindpe-year period,
of death benefits payable during the n-year pgplod the present value, at the beginning of the
n-year period, of the next unusual guaranteed sasknder value, if any, minus the amount of
the last unusual guaranteed cash surrender valmey,ischeduled at the beginning of the n-year
period.

5.4.b.3.B. The present value, at the beginnintp®in-year period,
of the scheduled gross premiums payable during4year period.

5.4.c. For purposes of this subsection, a poigonsidered to have an unusual
pattern or guaranteed cash surrender values ifudinge guaranteed cash surrender value exceeds
the prior years guaranteed cash surrender valueoby than the sum of:

5.4.c.1. One hundred ten percent (110%) of thedidled gross premium
for that year; and

5.4.c.2. One hundred ten percent (110%) of onesyaacrued interest on
the sum of the prior year's guaranteed cash suereradlue and the scheduled gross premium
using the nonforfeiture interest rate used foruaking policy guaranteed cash surrender values;
and

5.4.c.3. Five percent (5%) of the first policy yearrender charge, if any.

5.5. Optional Exemption for Yearly Renewable T€MRT) Reinsurance. -- At the
option of the company, the following approach feserves on YRT reinsurance may be used.

5.5.a. Calculate the valuation net premium fohdature policy year as the
tabular cost of insurance for that future year.
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5.5.b. Basic reserves shall never be less tharathaar cost of insurance for the
appropriate period, as defined in subsection 518isfrule.

5.5.c. Deficiency reserves.

5.5.c.1. For each policy year, calculate the exaégreater than zero, of
the valuation net premium over the respective maringuaranteed gross premium.

5.5.c.2. Deficiency reserves shall never be leas the sum of the present
values, at the date of valuation, of the excesst=miined in accordance with paragraph 1 of this
subdivision.

5.5.d. For purposes of this subsection, the caficuls use the maximum
valuation interest rate and the 1980 CSO morttdityes with or without ten-year select
mortality factors, or any other table adopted attereffective date of this rule by the NAIC and
promulgated by rule by the commissioner for thigpse.

5.5.e. A reinsurance agreement shall be considédradreinsurance for purposes
of this subsection if only the mortality risk ignmsured.

5.5.f. If the assuming company chooses this optieremption, the ceding
company'’s reinsurance reserve credit shall bedanid the amount of reserve held by the
assuming company for the affected policies.

5.6. Optional Exemption for Attained-Age-Based Ne&enewable Term (YRT) Life
Insurance Policies. -- At the option of the compdhe following approach for reserves for
attained-age-based YRT life insurance policies beysed:

5.6.a. Calculate the valuation net premium fohdature policy year as the
tabular cost of insurance for that future year.

5.6.b. Basic reserves shall never be less thatathaar cost of insurance for the
appropriate period, as defined in subsection 518isfrule.

5.6.c. Deficiency reserves.

5.6.c.1. For each policy year, calculate the exaégreater than zero, of
the valuation net premium over the respective maringuaranteed gross premium.
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5.6.c.2. Deficiency reserves shall never be leas the sum of the present
values, at the date of valuation, of the excesst=miined in accordance with paragraph 1 of this
subdivision.

5.6.d. For purposes of this subsection, the caficunls use the maximum
valuation interest rate and the 1980 CSO valuaabtes with or without ten-year select
mortality factors, or any other table adopted attereffective date of this rule by the NAIC and
promulgated by rule by the commissioner for thigpse.

5.6.e. A policy shall be considered an attaineeHa@sed YRT life insurance
policy for purposes of this subsection if:

5.6.e.1. The premium rates (on both the initiatext premium scale and
the guaranteed maximum premium scale) are basatdthpattained age of the insured such that
the rate for any given policy at a given attaingd af the insured is independent of the year the
policy was issued; and

5.6.e.2. The premium rates (on both the initiatext premium scale and
the guaranteed maximum premium scale) are the aarttee premium rates for policies covering
all insureds of the same sex, risk class, plansirance and attained age.

5.6.f. For policies that become attained-age-b&3$€d life insurance policies
after an initial period of coverage, the approatthis subsection may be used after the initial
period if:

5.6.f.1. The initial period is constant for alsureds of the same sex, risk
class and plan of insurance; or

5.6.f.2. The initial period runs to a common ai¢al age for all insureds
of the same sex, risk class and plan of insuraaug;

5.6.1.3. After the initial period of coverage, thelicy meets the
conditions of subdivision e of subsection 5.6 @ tlle.

5.6.g. If this election is made, this approach nbesapplied in determining
reserves for all attained-age-based YRT life inscegpolicies issued on or after the effective
date of this rule.

5.7. Exemption From Unitary Reserves for Certaear Renewable Term Life
Insurance Policies. -- Unitary basic reservesuamtary deficiency reserves need not be
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calculated for a policy if the following conditioase met:

5.7.a. The policy consists of a series of n-yeaiogs, including the first period
and all renewal periods, where n is the same foh pariod, except that for the final renewal
period, n may be truncated or extended to reackxpey age, provided that this final renewal
period is less than ten (10) years and less thae tive size of the earlier n-year periods, and for
each period, the premium rates on both the irstiatent premium scale and the guaranteed
maximum premium scale are level;

5.7.b. The guaranteed gross premiums in all n{yeaods are not less than the
corresponding net premiums based upon the 1980 T&®@ with or without the ten-year select
mortality factors; and

5.7.c. There are no cash surrender value in alngypear.

5.8. Exemption From Unitary Reserves for Certawehile Policies. -- Unitary basic
reserves and unitary deficiency reserves needenotlzulated for a policy if the following
conditions are met, based upon the initial curpgaimium scale at issue:

5.8.a. Atissue, the insured is age twenty-fod) (& younger,

5.8.b. Until the insured reaches the end of thenue period, which shall occur
at or before age twenty-five (25), the gross prensiand death benefits are level, and there are
no cash surrender values; and

5.8.c. After the end of the juvenile period, grpssmiums are level for the

remainder of the premium paying period, and deattebts are level for the remainder of the life
of the policy.

8114-68-6. Calculation of Minimum Valuation Standard for Flexible Premium and Fixed

Premium Universal Life Insurance Policies That Contain Provisions Resulting in the

Ability of a Policyowner to Keep a Policy in Force Over a Secondary Guarantee Period.
6.1. General.

6.1.a. Policies with a secondary guarantee include

6.1.a.1. A policy with a guarantee that the polalf remain in force at
the original schedule of benefits, subject onlyhi payment of specified premiums;
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6.1.a.2. A policy in which the minimum premiumaatty future duration is
less than the corresponding one-year valuation iprenrcalculated using the maximum
valuation interest rate and the 1980 CSO valuaabtes with or without ten-year select
mortality factors, or any other adopted after tfieative date of this rule by the NAIC and
promulgated by rule by the commissioner for thigopse; or

6.1.a.3. A policy with any combination of the f@as described in
paragraphs 1 and 2 of this subdivision.

6.1.b. A secondary guarantee period is the pdaodhich the policy is
guaranteed to remain in force subject only to aseary guarantee. When a policy contains
more than one secondary guarantee, the minimumveeskall be the greatest of the respective
minimum reserves at that valuation date of eackxpined secondary guarantee, ignoring all
other secondary guarantees. Secondary guarahtdesme unilaterally changed by the insurer
after issue shall be considered to have been ntagdeug. Reserves described in subsections 6.2
and 6.3 of this rule shall be recalculated fromuést reflect these changes.

6.1.c. Specified premiums mean the premiums dpdatf the policy, the
payment of which guarantees that the policy withae in force at the original schedule of
benefits, but which otherwise would be insufficiemkeep the policy in force in the absence of
the guarantee if maximum mortality and expenseggsgand minimum interest credits were
made and any applicable surrender charges werssaske

6.1.d. For purposes of this subdivision, the mummpremium for any policy
year is the premium that, when paid into a poliiya zero account value at the beginning of
the policy year, produces a zero account valukeaéend of the policy year. The minimum
premium calculation shall use the policy cost fex{including mortality charges, loads and
expense charges) and the interest crediting rdtiehvare all guaranteed at issue.

6.1.e. The one-year valuation premium means themeyear premium based
upon the original schedule of benefits for a gipeficy year. The one-year valuation premiums
for all policy years are calculated at issue. 3ékect mortality factors defined in subdivisions b,
¢ and d, of subsection 4.2 of this rule may notged to calculate the one-year valuation
premiums.

6.1.f. The one-year valuation premium should otftee frequency of fund

processing, as well as the distribution of deasissiaption employed in the calculation of the
monthly mortality charges to the fund.
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6.2. Basic Reserves for the Secondary GuaranteeBasic reserves for the secondary
guarantees shall be the segmented reserves feetbhadary guarantee period. In calculating the
segments and the segmented reserves, the grossimeshall be set equal to the specified
premiums, if any, or otherwise to the minimum pnems, that keep the policy in force, and the
segments will be determined according to the cohagmentation method as defined in
subsection 3.2 of this rule.

6.3. Deficiency Reserves for the Secondary Guaesnt-- Deficiency reserves, if any,
for the secondary guarantees shall be calculatetthéosecondary guarantee period in the same
manner as described in subsection 5.2 of thiswitlegross premiums set equal to the specified
premiums, if any, or otherwise to the minimum prems that keep the policy in force.

6.4. Minimum Reserves. -- The minimum reseruasg the secondary guarantee
period are the greater of:

6.4.a. The basic reserves for the secondary giegratus the deficiency reserve,
if any, for the secondary guarantees; or

6.4.b. The minimum reserves required by othersrgteverning universal life
plans.
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APPENDIX A
SELECT MORTALITY FACTORS

This Appendix contains select mortality factorst thiee the bases to which the respective
percentages of subdivisions b and ¢ of subsectiboftthis rule and subdivisions b and c of
subsection 4.2 of this rule are applied.

The six tables of select mortality factors contdiherein include: (1) male aggregate, (2) male
nonsmokers, (3) male smoker, (4) female aggre@@éemale nonsmoker, and (6) female
smoker.

These tables apply to both age last birthday aethagrest birthday mortality tables.
For sex-blended mortality tables, compute basetsalertality factors in the same proportion as
the underlying mortality. For example, for the Q9BSO-B Table, the calculated select mortality

factors are eighty percent (80%) of the appropmadde table in this Appendix, plus twenty
percent (20%) of the appropriate female table is Appendix.
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